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QuarterlyBusinessReport
Every three months two
St. Cloud State University
economists analyze the
latest business and worker
data as well as the results
from a survey of local
business leaders. The result
is the St. Cloud Area
Quarterly Business Report.
It has been published four
times a year since 1999.
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The St. Cloud Area Quarterly
Business Report has been
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KEY TAKEAWAYS

LOCAL FIRMS RETAIN OPTIMISM
DESPITE SLOWER CURRENT GROWTH

While slowing employment growth in St. Cloud was reported
through most of 2015, recently revised numbers report a significant gain in employment over the year ending January 2016.
Construction, transportation and warehousing, professional and
business services, financial activities, and educational and
health sectors led the area in employment growth while manufacturing, leisure and hospitality, and information industries

shed jobs. Overall, employment increased by 2.4 percent over
the year ending January 2016. The leading economic indicator
series fell slightly in the last quarter, but the predicted probability of local recession returned to zero for the first half of
2016. Area firms anticipate rising wages and prices as well as
continued difficulty attracting qualified workers over the next
six months.

Revised data indicate overall
employment in the St. Cloud
area rose by 2.4 percent from
one year earlier in the 12 months
through January 2016. Private
sector (this sector represents 85.5 percent of area workers) employment increased by 2.6 percent over this same
period. More than 2,500 people were
added to area payrolls in January compared to one year earlier. At 4.8 percent
the January unemployment rate in the
St. Cloud area was lower than one year
ago. The local labor force grew by 2
percent in the past year.
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Manufacturing employment
declined 1.5 percent over the
year ending January 2016.
There are now 14,841 manufacturing jobs in the St. Cloud
area versus more than 17,500 in January
2000. This sector accounts for only 13.9
percent of all local jobs, as opposed to 19
percent of local jobs at the beginning of
2000. Employment in the local mining/
logging/construction sector (most of this
sector is construction locally) jumped
by 13.2 percent, and transportation/
warehousing/utilities employment rose
8 percent.
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The St. Cloud Index of Leading
Economic fell by 0.05 percent in
the November 2015-January
2016 period. The decline is entirely explained by a drop in
help-wanted advertising over the last
year. Initial claims for unemployment
insurance helped the index slightly,
while remaining index items were virtually unchanged.
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The outlook of area businesses
remains solid. Fifty-five percent of firms participating in
the St. Cloud Area Business
Outlook Survey expect a future
increase in business activity, and 38
percent expect to expand payrolls. Sixty
percent indicate they expect pay to be
higher, and nearly one-third of surveyed
firms expect to be able to increase
prices. Firms’ optimism about future
national business activity has waned,
but the index on expected difficulty
attracting qualified workers is at its
highest level since 1999. Only 26 percent
of firms experienced improved business
activity over the recent three months,
and 31 percent experienced reduced
business activity. Local capital spending
and hiring by surveyed firms was weak.
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JASON WACHTER, JWACHTER@STCLOUDTIMES.COM

Construction continues on the parking ramp on March 15 next to the River’s Edge Convention
Center.

Nearly three-fourths of surveyed firms report downtown
construction has not impacted
their businesses. Ten percent of
firms indicate a small unfavorable impact and a few local firms have
been favorably impacted by the construction. Recent volatility in financial
markets has unfavorably impacted 43
percent of firms, and nearly half of
survey respondents report no impact
from financial market volatility. The
recent decline in energy prices has
favorably affected more than two-thirds
of surveyed firms, while nearly 14 percent of firms have experienced a negative effect.
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WHAT KIND OF EDUCATION DO YOU NEED FOR A JOB IN ST. CLOUD?
In the last edition of the St. Cloud Area
Quarterly Business Report, we noted that
the manufacturing sector of St. Cloud
had seen a slight decline in productivity
per worker, while this measure was
growing in other parts of the state.
That observation provoked significant
discussion as to root causes. We noted at
the time that it could be due to a lack of
investment either in physical capital or
in the skill development of the workforce
(what economists sometimes call "human
capital.") We had promised to dig deeper
into the data and thank the many people
who gave us suggestions. The adjacent
table shows one avenue we have pursued.
Last fall, there was a press story about
the share of jobs that required a bachelor’s degree and the number of bachelor’s
degrees out there. The National Center
for Education Statistics reports that
there were 35.6 million Americans holding bachelor’s degrees between the ages
25 and 64. At the same time, the U.S.
Bureau of Labor Statistics (BLS) reports
See JOBS, Page 7
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SURVEY RESULTS: STANDARD QUESTIONS

SURVEY RESULTS FOR STANDARD QUESTIONS

CURRENT ACTIVITY
Tables 1 and 2 report the
most recent results of the St.
Cloud Area Business Outlook
Survey. Responses are from 58
area businesses that returned
the recent mailing in time to be
included in the report. Participating firms are representative
of the diverse collection of
businesses in the St. Cloud
area. They include retail, manufacturing, construction, financial, health services, and
government enterprises both
small and large. Survey responses are strictly confidential. Written and oral comments
have not been attributed to
individual firms.
Survey responses from
Table 1 are generally weaker
than three months ago (which
is a normal seasonal effect).
With one exception, these results are also weaker than
those tallied in last February’s
survey.
For example, this quarter’s
diffusion index on current
business activity is -5.1, which
is well below the 30.7 reading
recorded one year ago. This
measure is the lowest recorded
in our winter survey since
February 2009 (when we were
mired in a deep local recession)
and is the first negative reading of the current conditions
survey in five years.
A diffusion index represents
the percentage of respondents
indicating an increase minus
the percentage indicating a
decrease in any given quarter.
For any given item, a positive
index usually indicates expanding activity, while a negative
index implies declining conditions.
As can be seen in the accompanying chart, while there is
plenty of seasonal variation in
the current business activity
survey item, the index has been
slowly drifting downward since
May 2014. As we have noted in
past reports, while there is
little reason to be concerned
about future local recessionary
pressures (future business
optimism remains strong,
among other things), this recent trend does help confirm
our view that the local economy is in a more mature, slowergrowth expansionary phase.
Local labor market conditions at surveyed firms appear
to have weakened in the past
quarter. For example, the index
on employment (see accompanying chart) is considerably
lower than one year ago. The
survey item on the length of
the workweek also turned negative in February, its first negative reading in three years.
This quarter’s employee compensation index is somewhat
lower than that which was
reported one year ago, although area firms continue to
struggle with attracting qual-

ified workers. Thirty-three
percent of surveyed firms experienced increased worker
shortages this quarter, and only
two firms reported that it was
less difficult attracting qualified workers.
For the second straight quarter, the current capital spending index fell. Only twenty-nine
percent of surveyed firms undertook capital expansion over
the last three months (and 14
percent reduced capital purchases). The current capital
expenditures index is now at its
lowest level in four years. Several observers have noted a
slowdown in national business
activity in recent months (for
example, GDP grew at a tepid 1
percent annual rate in the
fourth quarter of 2015). This
observation is confirmed in this
quarter’s survey of national
business activity. This quarter’s
index declined slightly from
one quarter ago and is now at
its lowest level in five years.
If there is a bright spot in
the current conditions survey,
it is in the prices-received index, which improved to its
highest February reading since
2005. As the labor market tightens and wage pressures rise,
local firms may attempt to pass
on higher prices in coming
quarters (as we see in the next
section.) However, a surging
international value of the dollar
and continued weakness of
commodity prices will help
contain overall inflationary
pressures.
As always, firms were asked
to report any factors that are
affecting their business. These
comments include:
• Our business has thrived
because of the great attitude
and work ethic of the area,
especially those people growing up on farms. Finding real
farm kids is getting harder and
harder as farms become corporate. We can replace some of
the skills with technology, but
we cannot replace the work
ethic and common sense that
this area is known for.
• The biggest factor is labor.
Even with high wages, it's hard
to find people to fill the different positions that we need
filled.
• We are in our high season
now and very busy! 2015 was
our best year in the history of
our company. This year we
celebrate our 60th anniversary,
so (our) industry is alive and
well!
• Lack of qualified candidates available, or those able to
articulate their skills and experience.
• Obamacare.
• Continuing rising cost of
health insurance premiums.
Where will it stop?
• I spent the worst three
weeks of my business life in
December dealing with health
coverage for my 90 staff mem-

bers. I was faced with paying a
$210,000 ransom for not offering health care, and getting
nothing for it, or face an increase of 300 percent in cost,
which would have essentially
run me out of business. I tried
to reach out to our elected officials in Washington, and didn't
get a response from any of
them. Fortunately, with my
back against the wall, I was
able to find a solution, but no
one should ever have to suffer
the way my team and I did. I
know that this coming year I
will have to face the same issue, and am worried that I
won't be able to find a solution.
• We need the Legislature to
allow students to work on construction sites at the age of 16
instead of 18. If the youth are
not allowed, they go on to other
careers that they are not restricted in.
• The biggest thing is our
seasonal work flow and the
difficulty of getting new people. This year even the temp
service guys can't help.
• I need a better understanding of social media.
• Old news, cost of medical
insurance. Our "now hiring" is
for part time only.

FUTURE OUTLOOK
Table 2 reports the future
outlook for area businesses.
While the six-month ahead
local outlook remains solid,
half of the categories in the
table are weaker than they
were one year ago. The index
on future overall business activity is 8.3 points lower than it
was last February and, at a
value of 44.9, the index is the
lowest February reading since

2010. Still, the fundamental
outlook of surveyed firms
seems solid, as 55 percent of
firms expect increased activity
in six months and only 10 percent expect conditions to worsen.
The employment outlook is
also a little weaker than one
year ago. The future employment index is 31, which is
somewhat below the number
reported one year ago, but is
still at a healthy level with 38
percent of firms expecting to
expand employment by August
2016. As noted in the previous
section, area firms appear to be
hopeful of receiving higher
prices in the future. Nearly
one-third of surveyed firms
expect to raise prices over the
next six months, and no firms
anticipate a price reduction.
The index on future prices
received (see accompanying
chart) is nearing its highest
level since 2005.
After being neutral last
quarter, the index on future
length of the workweek rose in
this quarter’s survey and is
now higher than it was one year
ago. Sixty percent of surveyed
firms expect to pay higher
wages by August 2016, and no
firms anticipate lower wage
pressure. This survey item is
now near its highest reading
since fall 2004. As noted above,
there has been a slippage in the
overall national economic outlook. The accompanying
graphic shows the national
business activity index is at its
lowest level in several years.
Finally, the index on expected difficulty attracting qualified workers continues to
climb (see accompanying
chart). Forty percent of surveyed firms are expecting
more difficulty attracting qualified workers by August 2016,
and no firms expect these difficulties to decrease. Firms’
written comments highlight
some of the challenges they are
facing in finding qualified
workers.

